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Financial 


Transportation revenue 


Other income - 


Expenses, excluding taxes 
Income and other taxes 


Earnings - - 
pershare - 
Dividends - - 
pershare - 


Capital expenditures 


Statistical 


Deliveries (barrels 


By Quarters 
First - - 
Second - 
Third - - 
Fourth-  - 


Yearly average 
Highest month 


Lowest month 


per 


Barrel miles (millions) 


Barrels delivered - 


Number of employees—December 31 


Percentage 
Increase 
1975 1974 (Decrease) 
$194,715,000 $192,944,000 1% 
$ 2,300,000 $ 2,074,000 
$102,203,000 $107,648,000 (5%) 
Deo OOO $ 51,785,000 8% 
$ 38,901,000 > 35,585,000 9% 
oleo2 1.39 
$ 30,688,000 $ 30,688,000 
0720 $1.20 
$151 ,202,000 Dod GZt000 
1,165,531 1,339,580 
1,063,050 I,830;697 
ZO OWS) Wy Skee 
1,204,194 1,283,014 
Ty e018 1 SO" OWT (11%) 
1 yAsks) WOW 1,404,957 
956,926 1,216,428 
581,850 668,864 (13%) 
423,472,000 477,083,000 
(35 on 


Directors’ Report 
to Shareholders: 


Throughput in 1975 in terms of both total 
barrels delivered and “‘barrel miles’? was 
less than in 1974. Transportation revenue 
was $1.8 million higher, however, due to 
the tariff increases instituted by Lakehead 
on September 1, 1974 and by both Inter- 
provincial and Lakehead effective April 1, 
1975. This additional revenue, combined 
with a $4 million reduction in power and 
fuel costs, lower maintenance require- 
ments and oil losses, resulted in a 9% 
recovery in earnings to $1.52 per share. 


The reduction in power and fuel costs was 
made possible by lower and more even 
pumping requirements. The amount is par- 
ticularly gratifying, however, in the light of 
substantially increased unit costs. Virtually 
all of the electric utilities from whom power 
is purchased increased their rates in 1975 
by 10% to 20%. 


As shown in the table on page 7, the reduc- 
tion in throughput was largely in shipments 
to the United States. The restriction on 
exports of Canadian oil to the U.S. contin- 
ued throughout the year at an allowable 
level of 800,000 b/d until the end of June 
and at 750,000 b/d thereafter. Of these 
quantities, roughly 65% was licensed for 
delivery to refineries served by Inter- 
provincial/Lakehead, with the balance 
going to refineries in the northwestern 
United States served by other pipe line sys- 
tems. The U.S. refineries took delivery of 
their entire licensed quantities during the 
second half of the year but not during the 
first half. 


In its report entitled ‘Canadian Oil Supply 
and Requirements’’ released in November, 
the National Energy Board recommended 
continued exports to the United States but 
at a reduced rate. Based on a ten-year 
forecast of supply and estimated Canadian 


demand the Board found that the export- 
able surplus of Canadian crude oil would 
disappear in five years from January 1, 
1976—a year earlier than forecast in their 
1974 report. As a consequence the Board 
recommended and the Canadian Govern- 
ment concurred that, commencing Janu- 
ary 1, 1976, the allowable level of exports 
should be reduced to 510,000 b/d until our 
extension to Montreal is in operation. As 
soon aS Canadian oil reaches Montreal, 
the 510,000 b/d Is to be reduced stepwise 
at the rate of one-half barrel for each barrel 
delivered in Montreal. This means that 
when the 250,000 b/d specified by the 
Government for Montreal is reached, the 
allowable level of exports will be reduced 
by 125,000 b/d to 385,000 b/d. 


The report further recommends that, based 
on the current estimate of Canadian 
demand and in the absence of major dis- 
coveries, commencing in January 1977, 
the allowable level of exports should be 
further reduced to 252,000 b/d. 


As regards the Montreal Extension, the 
agreed to Deficiency Agreement was offi- 
cially entered into with the Federal Govern- 
ment in April and the necessary Certificate 
of Public Convenience and Necessity was 
issued by the National Energy Board on 
May 21. With receipt of the Certificate, 
right-of-way work was immediately accel- 
erated and as detailed under ‘‘Construc- 
tion’’, work on the 520-mile 30-inch 
extension from Sarnia commenced in Sep- 
tember using seven main line construction 
spreads. For the most part the work has 
gone well but due largely to extremely wet 
weather conditions in eastern Ontario and 
Quebec in the fall, the eastern three 
spreads fell behind schedule and it was not 
possible to ‘‘weld out’’ before freeze up, as 
hoped. It is now estimated that the line will 
be in operation in May 1976. 


One of 35,000 field welds on Montreal Extension. 


Because of the more costly winter con- 
struction, and the fact that the main line is 
taking longer than estimated to construct, 
the capital cost of the line with five pump- 
ing stations is currently estimated at $200 
million. This estimate may be on the low 
side however. 


Obtaining the right-of-way for this exten- 
sion involved negotiations with some 2,200 
landowners, exclusive of the 52 miles 
located on Ontario Hydro and Hydro 
Quebec rights-of-way. Most of the ease- 
ments were obtained by negotiations but 
due partially to time restrictions, expropria- 
tion proceedings had to be instigated in 
more instances than we would have liked. 
There are presently 150 cases yet to be 
settled either by further negotiation or, if 
necessary, by the courts. In addition, per- 
mits or agreements had to be obtained 
from 95 municipalities or agencies in 
respect of the 4,000 roads, railroads, pow- 
erlines and other pipe lines crossed In the 
520 miles. 


The Montreal market is of considerable sig- 
nificance to the company. How much the 
extension will contribute to earnings, how- 
ever, is dependent on actual throughput 
and the tariff. 


In our submission to the N.E.B. regarding 
the Hearing the Board has called to deter- 
mine whether the tolls charged by Inter- 
provincial in Canada are just and 
reasonable, we proposed a tariff to 
Montreal (additive from Sarnia) of 52¢ per 
barrel. This results in a rate from Edmonton 
to Montreal of $1.07 per barrel. Our sub- 
mission was filed on December 8 but no 
date has as yet been set for the Hearing. 


Having less than 500 employees in 
Canada, except as to dividends, the com- 
pany believes it is not subject to the Anti- 
Inflation Act Regulations. We have every 
intention of complying with the spirit of the 


Regulations however. Virtually all com- 
panies listed on Canadian stock 
exchanges are subject to the dividend 
restrictions. 


The company continues as an active par- 
ticipant in Beaufort-Delta Oil Project 
Limited. The purpose of the company, 
which has established offices in Calgary, 
Alberta, is the preparation of the material 
required for an application to the National 
Energy Board and other regulatory author- 
ities to Construct an oil pipe line from the 
Beaufort Sea—Mackenzie Delta area to 
Edmonton. Preparation of the required 
material is underway. The company’s 
share of the 1975 cost was $354,000 and it 
is estimated a further $1 million will be 
required in 1976. 


Financial Review 

The Consolidated Financial Statements and 
the Notes appearing on Pages 14 through 
21 include the accounts of Interprovincial 
Pipe Line Limited and its subsidiaries, all 
of which are wholly-owned. These are 
Lakehead Pipe Line Company, Inc., which 
owns and operates the portion of the pipe 
line system in the United States and its sub- 
sidiary, Pipe Line Service Company Inc., 
which owns and operates the aircraft and 
radio communication system in the United 
States. 


Income and Expenses 

Deliveries in 1975 declined 11% from the 
previous year. However, transportation 
revenue was 1% higher at $195 million as a 
result of the tariff increases made in Sep- 
tember 1974 and April 1975. The 25% 
reduction in deliveries to the United States, 
due to export controls, was largely respon- 
sible for the lower deliveries. Other income 
at $2.3 million was $200,000 higher than in 
1974 largely because of increased profit 


on reacquisition of long term debt to meet 
sinking fund payments. 


As a result of lower throughputs, power 
and fuel costs were 13% lessthanin 1974, 
in spite of unit power cost increases aver- 
aging 9% in Canada and 19% in the United 
States. Other operating expenses were 
$1.5 million lower due to less main line 
retesting, reduced oil losses and lower 
pumping equipment repairs. These more 
than offset increased salaries and benefits 
of $2.3 million. 


Property and other taxes increased $1.4 
million in 1975, most of which was attrib- 
utable to increased mill rates. Depreciation 
was $800,000 higher as a result of the $31 
million construction program carried out in 
1974. Interest on long term debt declined 
by $1.5 million as a result of retirement of 
bank loans and debentures. In 1975 the 
10% Canadian Corporate Surtax which 
terminated on April 30, cost $500,000 or 
2c per share. 


River crossing on Montreal Extension. 


Earnings and Dividends 

Earnings for the year were $38.9 mil- 
lion—an increase of $3.3 million or 9% over 
1974. Earnings per share were $1.52 com- 
pared with $1.39 in the previous year. 


Dividends of $1.20 per share totalled $30.7 
million and represented 79% of 1975 earn- 
ings. The quarterly dividend rate of 30¢ per 
share remained the same as in the pre- 
vious year. 


New Financing 

To provide funds for the Montreal Exten- 
sion, on July 15, 1975 Interprovincial sold 
$25 million 9%% Serial Debentures Series 
D to mature $5 million annually July 15, 
1977 to July 15, 1981 at par and $75 mil- 
lion 10%% Sinking Fund Debentures 
Series D to mature July 15, 1996 at $99.50. 


Further financing for the Montreal Exten- 
sion was undertaken on February 2, 1976 
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Protective wrapping to 30” pipe. 


when Interprovincial sold $25 million 9%% 
Serial Debentures Series E to mature $5 
million annually February 1, 1977 to Febru- 
ary 1, 1981 at par and $75 million 107%% 
Sinking Fund Debentures Series E to 
mature February 1, 1996 at par. 


Tariffs 


Interprovincial and Lakehead are engaged 
exclusively in the transportation of crude 
oil, natural gas liquids and refined petro- 
leum products by pipe line at established 
tariffs. Effective April 1, 1975, Lakehead 
increased its tariffs by up to 4.5¢ per barrel 
and Interprovincial increased its portion of 
joint tariffs to Toronto by 2¢ per barrel and 
to Buffalo by 2.5¢ per barrel. Allowance oil 
was also reintroduced at the rate of 1/10th 
of 1% of all receipts. 


The present rates from the two main 
receiving points to the principal delivery 
points are as follows: 


Concrete coating for water crossing near Toronto. 


Rates for light crudes 
Cents per barrel 


From 
To Edmonton Cromer 
Regina 18.7¢ —¢ 
Gretna 27.8 10.3 
Clearbrook 33.5 20.0 
Superior 39.5 26.0 
Chicago 5240) 38.5 
Sarnia 95,0 41.5 
Toronto area 60.0 46.5 
Buffalo 63.0 49.5 


The rates for heavier crudes, natural gas 
liquids and refined products are slightly 
higher. 


Operations 

The total volumes of crude oil and other 
liquid hydrocarbons received and deliv- 
ered by the pipe line system during the 
year were as follows: 


Receipts—by location 


1974 


(thousands of barrels per day) 1975 

Alberta - - - - - 924.1 1,059.7 

Saskatchewan - - - 148.1 193.0 

Manitoba - - - - Wee ee 

One = = = = = 1.6 0.8 

UnitedStates - - - 76.4 42.2 
1,162.4 1,308.9 

Deliveries—by location 

(thousands of barrels per day) 1975 1974 

Canada 

WesternCanada_ - lowes 15538 

One = = = <= SO 524.8 
647.6 680.6 

United States 

Canadian Oil 

Minnesota- 

Wisconsin - - 166.3 169.4 
Illinois-Indiana_ - 81.8 164.4 
Michigan-Ohio - 116.6 156.1 
New York- 

Pennsylvania - TALIS 95:7 

436.3 585.6 
U.S. Domestic 
and Offshore Oil 
Michigan-Ohio - 24.7 9.0 
New York- 
Pennsylvania - Sile6 Silas) 
SS) 40.9 
ll GORZam ies Oza 
Deliveries—by type 
(thousands of barrels per day) Yeon 1974 
CRUDE OIL 
Conventional- - - O46 Saeed 20 
OilSands- - - - Gia ab SS} 
NATURAL GAS LIQUIDS 
Condensate - - - 83.1 ee. 
Propane/butane/ 
condensate mix - 59.0 50.7 
REFINED PRODUCTS - - Saar 26.9 
TGOL2 PSO 


Construction 

1975 Review 

Construction of the 520-mile 30-inch 
extensiontothe pipe linesystem from Sarnia 
to Montreal began in September using 
seven main-line construction spreads. The 
four spreads between Sarnia and Port 
Hope, Ontario made good progress and by 
year-end had essentially completed the 
first 268 miles of pipe line. Hydrostatic test- 
ing, creek and river-bank repairs and 
clean-up still remain to be completed in 
1976. The three spreads operating in eastern 
Ontario and Quebec did not do as well due 
largely to extremely wet weather condi- 
tions and construction had to be sus- 
pended until the ground was frozen. By the 
end of December only 93 miles had been 
completed. Construction resumed in early 
January 1976 and it is expected that in 
spite of winter conditions the line will be in 
operation by May 1, 1976. 


Construction of the five pumping stations is 
on schedule and two should be operable 
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Blasting rock for ditch near Trent Canal. 


by May 1 giving a light crude capacity of 
200,000 b/d. Completion of the other 
three stations later in the year will increase 
the light crude capacity to the planned 
350,000 b/d. The cost of the extension is 
now estimated at $200 million but with the 
delays and winter construction, the ulti- 
mate cost may be somewhat higher. Of this 
amount $6 million was expended in 1974 
and $139 million in 1975. 


Capital expenditures for the year, including 
the above $139 million, totalled $151 million. 
The other principal items were the 20-inch 
crossings of the Welland Canal, the 
Welland River and the intervening 3 miles; 
and the additional 21 electric pumping 
units totalling 46,250 horsepower on the 
30-inch line between Chicago and Sarnia 
started in 1974. Some of the piping and 
booster pump changes at tank farms in the 
system were deferred as circumstances 
permitted. 


1976 Forecast 

Capital expenditures in 1976 are currently 
estimated at $85 million, including $55 mil- 
lion on the Sarnia to Montreal extension. 
The principal project will be the installation 
of 69 miles of 30-inch loops, together with 
four additional electric pumping units total- 
ling 10,000 horsepower, on the Chicago to 
Sarnia portion of the system at an esti- 
mated cost of $26 million. This addition will 
increase the capacity of that section of the 
system by 125,000 b/d to 740,000 b/d. 


Six 20-year old 2,000 horsepower diesel 
pumping units, three each at Viking, Min- 
nesota and Saxon, Wisconsin, will be 
replaced with electric pumping units at an 
estimated cost of $1.5 million. 

Two existing 2,500 horsepower electric 
pumping units operating on Line 3, will be 
re-installed on Line 1 (20-inch) at Milden 
and Craik, Saskatchewan to increase the 
capacity of this line to meet increasing vol- 
umes of natural gas liquids and refined 
products. 


Ontario Hydro right-of-way north of Toronto. 


Construction of the refined products termi- 
nal at Superior, Wisconsin is still delayed 
pending review by governmental agencies of 
the U.S. Army Corps of Engineers Environ- 
mental Impact Statement issued in January 
1976. These review procedures should be 
completed and the findings known by the 
fall of 1976. 


Likewise upgrading of Line No. 2 between 
Edmonton and Superior (24 and 26-inch) 
to accommodate natural gas liquids now 
transported in Line 1 continues to be 
deferred pending release of the Regu- 
lations respecting Oil Pipe Lines presently 
being formulated by the National Energy 
Board. Once these regulations are issued 
the economic feasibility of this project will 
be reappraised. 


The proposed 16-inch line from a point on 
the Buffalo extension downstream from 
Westover to serve the new 95,000 b/d 
refinery presently being constructed at 
Nanticoke, Ontario is presently scheduled 


for construction in early 1977. Arrange- 
ments are being made to locate most of the 
line in existing Ontario Hydro rights-of- 
way. The estimated cost of this 27 mile line 
is $4.9 million. Installation of three 2,000 
horsepower electric pumping units at 
Westover— deferred from 1975—will prob- 
ably commence in late 1976. 


General 

At the Annual Meeting on April 9, 1975, 
Robert K. Heule, Vice-President and Gen- 
eral Manager of the company, was elected 
to the Board of Directors replacing Ralph 
D. Parker, who did not stand for re-elec- 
tion. Mr. Jerry A. Cogan resigned from the 
Board in August upon his retirement from 
Imperial Oil Limited and was succeeded by 
J. Warren Flanagan, a Senior Vice-Presi- 
dent and Director of the same company. 
Mr. Cogan joined the Board in 1966 and 
always played an active role in its deliber- 
ations. His advice and counsel were very 
much appreciated. 


The directors and management once again 
welcome this opportunity of complimenting 
and thanking all employees for the high 
level of performance maintained through- 
out the year. 


On behalf of the Board of Directors 


Ghhiyr— 


President 


Land Restoration Project 
There is nothing attractive about an oil spill 
but unfortunately they do occur every once 
in awhile. Extensive precautions are taken 
to minimize the risk but occasionally oil 
does escape from a pipe line. When this 
happens the immediate emphasis is 
directed at containment and recovery of 
the oil and subsequently towards the resto- 
ration of the affected land. In continuing 
pursuit of how best to restore agricultural 
land, the company has initiated a research 
program under the direction of Dr. F. D. 
Cook of the Department of Soil Science at 
the University of Alberta. 


Dr. Cook is one of a group of soil scientists 
at the University who, for several years, 
has been carrying out studies on the 
effects of oil spills on the environment. In 
the case of farm lands, the approach of this 
research program is based on the premise 
that all soils contain varying quantities of 
micro-organisms (bacteria and fungi) 
which, in effect, are capable of ‘‘eating’’ 
the oil. The more micro-organisms present 
in the soil the more quickly restoration 
occurs. Therefore the objective is to 
increase the number and hence the activity 
of the organisms by cultivation and fertili- 
zation. Other factors affecting the restora- 
tion period include the original nutrient 


levels of the soil, climatic conditions and 
the degree of contamination. 


Research was conducted on 40 acres of 
farmland near Killam, Alberta. At this site 
early in 1974, oil from a leak ran onto a 
grain field. Although most of the oil was 
recovered, some 10 acres of arable land 
was affected. High water in the spring 
spread the oil over a greater area than 
normal. 


A plan was developed whereby strips of the 
affected area would be given varying treat- 
ments of cultivation and fertilization. 
Results of the experiment show that where 
proper cultivation and fertilization were 
carried out, better than average growth 
and yield were obtained. It confirms the 
encouraging findings of the University of 
Alberta soil scientists who contend that 
crude oil spills on agricultural land need 
not be disastrous to crop growth and cer- 
tain types of soil can be returned to pro- 
ductive use much more rapidly than 
previously believed. 


Although Interprovincial’s continuing 
emphasis is aimed at avoiding oil spills, the 
current research is an encouraging step 
forward in restoring land when spills do 
occur. 


FERTILIZED FERTILIZED NOT FERTILIZED 


AMO 


CULTIVATED ROT CULTIVATED Not CULTIVATE 


Top: View of oil spillseveralweeks Bottom: Dr. Cook in foreground Oats from various controlled 
after the leak, Spring of 1974. standing ankle deep in sections of the oil spill area. 
non-fertilized control 
area. A. J. Sirois company 
District Superintendent 
standing knee deep in 
fertilized oats. 
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INTERPROVINCIAL PIPE LINE LIMITED 
and its United States Subsidiary 


LAKEHEAD PIPE LINE COMPANY, 


Annual Average 
Physical Capacity 


Line Section 
Edmonton-Regina - 
Regina-Cromer - - 
Cromer-Superior - - 
Superior-Sarnia via 
Straits of Mackinac 
Superior-Chicago—- 
Chicago-Sarnia  - - 
Sarnia-Port Credit = - 
Westover-Buffalo - 
Sarnia-Montreal - 
during 2nd quarter 
during 3rd quarter - 


Thousands of 
Barrels per Day 
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The Pipe Line 


Transportation System 
as at December 31, 1975 


(excluding Montreal extension) Canada United States Total 
Miles of Right-of-Way- - - - - - 1,004 Ws: DAS 
Number of Pumping Stations - - - 29 42 if 
Installed Horsepower—diesel - - - 37,920 96,335 134255 

—electric - - 485,630 390,500 876,130 

—total - - S23), 550) 486,835 1,010,385 
Line Fillin Barrels (provided by shiopers) 11,414,000 11,611,000 23,025,000 
Separate Streams Transported- - - 47 
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Tankage: 


Edmonton - 
Stony Beach 
Regina -  - 
Cromer- - 
Gretna - - 
Clearbrook 
Superior - 
Griffith -  - 
Sarnia - - 
Westover - 


(thousands of barrels) 


Number 
_of tanks 


Sescheit 27 
© eae 2 
Seon 8 


110 


4,645 
66 
580 
1,006 
280 
474 
4,584 
1,985 
1,650 
376 
15,646 
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Interprovincial Pipe Line Limited 


and subsidiary companies 


Consolidated Statement of Earnings 


(in thousands of dollars except per share amounts) 


Income: 
Transportationrevenue - - 


Otherincome - - - - - 


Expenses: (Note 1) 
Operating—power and fuel - 
—other - - - - 
Property and othertaxes - - 
Provisionfor depreciation - 
Interestonlongtermdebt  - 


Foreign exchange - - = = 


Earnings before income taxes - 


Provision for income taxes: (Note 


Current - - - - - - - 
Deferred- - - - - - - 


Deferred investment tax credits 


Earningsfortheyear- - - - 


Earnings per share (Note 1)- - 


Consolidated Statement of Retained Earnings 


(in thousands of dollars except per share amounts) 


Balance at beginning of year - 


Earningsfortheyear - - - 


Dividends paid—($1.20 per share) (Note 5) 


Balanceatendofyear - - - 


rt 
Ww 


Year ended December 31 


1975 1974 
$194,715 $192,944 
2,300 2,074 
197,015 195,018 
27,550 31,603 
26,376 27,870 
12,588 nears 
24,889 24,044 
23,273 24,724 
115 (593) 
114,791 118,866 
82,224 76,152 
28,723 31,302 
14,572 9,822 
28 (557) 
43,323 40,567 
$ 38,901 $ 35,585 
S$ 1.52; $e teg 


Year ended December 31 


1975 1974 
$128,153 $123,256 
38,901 35,585 
167,054 158,841 
30,688 30,688 
$136,366 $128,153 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Consolidated Statement of Changes in Financial Position 


(in thousands of dollars) 


Year ended December 31 


1975 1974 
Source of Funds: 
Earningsforthe year - - - - - - - - - - - = - $ 38,901 Cy whoerers) 
Add—Charges (credits) to earnings not affecting working 
capital: 
Depreciation- - - - - - - - - = = - = = = 24,889 24,044 
Deferredincome taxes - - - - - - - - = = = 14,572 9,822 
Deferredinvestmenttaxcredits - - - - - - - - - 28 (557) 
OURG iar a Ree et es ON aS a 469 299 
Providedfrom operations - - - - - - - - 78,859 69,193 
Long term debt: 
Interprovincial Pipe Line Limited 
BankloamSe. ees) = = = a 2 23,500 2,800 
Debentures - - - - - - - - - - - - = = 100,000 — 
Othertransactions - - - - - - - - - - - = = 301 Wik 
202,660 HA NOS 
Use of Funds: 
DividendS: = = = == = = 922 = = = 2 = = = 30,688 30,688 
Additions to pipe line transportationsystem - - - - - - 151,202 Sie i92 
Long term debt retired orincludedincurrent liabilities - - 23,466 2220 
Deposits for acquisition of rights-of-way - - - - - - - 1,449 = 
Costofissuinglongtermdebt - - - - - - - - = - 1,735 = 
208,540 84,000 
Change in Working Capital- - - - - - - - - = = - (5,880) Gi 895) 
Working Capital (Deficit) at Beginningof Year - - - - - - (16,695) (4,800) 
Working Capital (Deici al End or year = —= == = = = = = $(22,575)  $(16,695) 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Consolidated Balance Sheet 


(in thousands of dollars) 


ASSETS 
December 31 
1975 1974 
Current Assets: 
Cash = - = = = = = = 92 3S = = = Se 90S ee oe 
Term deposits with Canadian charteredbanks - - - - - 984 — 
Short term investments, at cost which is 
equivalenttomarket - - - - - - - - = = = = 14,999 3,407 
Accounts receivable— 
Transportationcharges = = = = = = = = = = = 18,335 18,345 
Other <= =.=" 2. =. = = Se 1,381 552 
Inventories— 
Crude oil, atquoted marketprice - - - - - - = - 761 — 
Materials and supplies,atcost - - - - - - - - - 5,336 4,274 
Prepaidexpenses - - - - - - - - - - - - = - 841 678 
43,540 27,648 
Deferred Charges and Other Assets: 
Unamortized discount and expense on 
longitermidebt(Note 1) = > = = === 5 =e 5,012 Sesion 
Deposits for acquisition of rights-of-way - - - - - - - 1,449 — 
Others: = = =5 SS SB eee = Ee 542 590 
7,003 4,241 
Pipe Line Transportation System, at cost 
(Notestand2)- - - - - - - - - - - - - = = 978,725 828,725 
Less—Accumulateddepreciation - - - - - - - - - 267,427 243,392 
711,298 585,333 
$761,841 $617,222 


The financial statements have been approved by the Board: 


W.H. REA, Director 


D. G. WALDON, Director 
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LIABILITIES 


December 31 
1975 1974 
Current Liabilities: (Note 3) 
Accountspayable - - - - - - - = - =- - - =| - $ 27,709 $ 8,994 
Interestaccrued - - - - - - - = = - =- = = - 8,332 al aS) 
Income and othertaxes - - - - - - - - - - = = 15,750 11,730 
Current portion oflongtermdebt - - - - - - - - - 14,324 19,506 
66,115 44,343 
Hongikenn Debi(Notes) 9a 396,588 296,554 
Deferred income Taxes(Note1) - - - - - - - - - - 103,943 89,371 
Deferred Investment Tax Credits(Note1) - - - - - - - 10,959 10,931 
SHAREHOLDERS’ EQUITY 
Capital Stock: (Note 4) 
Authorized—$100,000,000 divided into 
100,000,000 shares, par value $1 each 
Issued =25, 578,330 shares = = =] = = S = = = 95 i= 25,573 Zoot 
Contributed Surplus—premiumonshares - - - - - - - 22,297 22,297 
RIGIEVINGONEZIIMIMGS (NIOISS elated) = = = = S a = > = 136,366 128,153 


184,236 176,023 


$761,841 $617,222 


iL 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Notes to Consolidated Financial Statements 


1. Summary of Significant Accounting Policies: 


Principles of Consolidation 

The consolidated financial statements include the accounts of Interprovincial Pipe Line 
Limited and its wholly-owned subsidiaries. These are Interprovincial Pipe Line Patrol Com- 
pany Limited in Canada and Lakehead Pipe Line Company, Inc., and its subsidiary, Pipe 
Line Service Company, Inc. in the United States. 


Earnings of Lakehead are subject to a 15% U.S. withholding tax when paid as dividends to 
Interprovincial. It has not been considered necessary to provide for this tax on retained 
earnings of $52,689,000 U.S. of Lakehead at December 31, 1975 because they have been 
reinvested in that company. 


Foreign Exchange 


United States dollar amounts have been translated into Canadian dollars on the following 
bases: 


Current assets and liabilities—at the rate of exchange December 31; 


Other assets and liabilities—at historical rates of exchange except for accumulated 
depreciation which is translated on the basis of equiva- 
lent Canadian dollar cost of the related fixed assets; 


Income and expenses—at monthly rates of exchange except provision for depreci- 
ation which is translated on the same basis as the related 
fixed assets. 


Net gains or losses arising from the foregoing methods are shown on the Consolidated 
Statement of Earnings as Foreign exchange. 


Discount and Expense on Long Term Debt 


The balance of unamortized discount and expense is being amortized on the straight-line 
method over the life of the debt with adjustments as debt is retired. Amortization charged to 
earnings amounted to $330,000 in 1975 and $248,000 in 1974. 


Pipe Line Transportation System and Depreciation 


Expenditures for system expansion and major renewals and betterments are capitalized 
whereas maintenance and repair costs are charged to operating expenses as incurred. 


The companies capitalize interest during the construction period on funds borrowed for 
additions to the pipe line transportation system. This amounted to $4,627,000 in 1975. No 
interest was capitalized in 1974. 


The companies provide for depreciation of fixed assets on the straight-line method at 
annual rates which will amortize the cost of depreciable properties over their estimated 
service lives after taking into account possible salvage values. The rate of depreciation on 
the pipe line transportation system averages approximately 3%. 


When fixed assets are retired or otherwise disposed of, the cost and accumulated depreci- 
ation are cleared from the related accounts and any resultant profit or loss is credited or 
charged to accumulated depreciation, except for extraordinary disposals for which the 
profit or loss is included in earnings. 


Deferred Income Taxes 


Under Canadian and United States income tax regulations depreciation deducted for tax 
purposes may differ from the amount recorded in the accounts; also, during construction 
periods interest capitalized and, in the United States, sales taxes capitalized, may be 
claimed for tax purposes in the year incurred. The companies are using the maximum 
deductions permitted for tax purposes which result in deferment of taxes to future years 
when amounts deductible will be less than the depreciation recorded in the accounts. 


a ea 
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Deferred Investment Tax Credits 

The United States subsidiary companies are allowed credits against income taxes payable 
of a specified percentage of the cost of most depreciable assets acquired and placed into 
service. These credits have been deferred and are being taken into earnings over the life of 
the related assets. 


Earnings per Share 


Earnings per share are computed on the weighted average number of shares outstanding 
during the year. There would be no material dilution of earnings per share if the share pur- 
chase warrants and stock options had been exercised during the year. 


Pension Plans 


Interprovincial and Lakehead have pension plans which cover substantially all employees. 
The principal amount of the unfunded liability for past service benefits, including expe- 
rience deficiencies, was approximately $8,400,000 at December 31, 1974. This amount, 
together with interest, will be charged to earnings in varying annual installments to 1994. 
The companies fund accrued pension costs. In the years 1975 and 1974 total costs of the 
plans amounted to $1,857,000 and $1,169,000 respectively, of which $872,000 and 
$416,000 respectively, were applicable to past service benefits. Pension fund assets 
exceed the actuarially computed value of the vested portion of the benefits. 


2. Pipe Line Transportation System: 
Accumulated Depreciation: 


The pipe line transportation system and accumulated depreciation by major classes were 


as follows: 
Investment, Accumulated Net investment 
at cost depreciation December 31 
December 31, 1975 1975 1974 
- (in thousands of dollars) 
MeWel= 2 2 = = S25 = 8 Zoe ZS 2 sky 
Rights-of-way - - - - - SyOuan Cneol 9,496 9,783 
Pipelineé- - - - - - - 569,326 WS O2 7 Sie .299 386,810 
Pumping equipment, 
buildingsandtanks - - 229,018 66,219 163,299 156,514 
Constructionin progress” - 163,829 — 163,829 29,874 
$978,725 $267,427 $711,298 $585,333 


Interprovincial is constructing a 520-mile, 30-inch pipe line extension from Sarnia to 
Montreal which is expected to be in operation in May 1976. The cost of the extension is 
estimated at $200,000,000 of which costs amounting to $144,915,000 have been incurred 
to December 31,1975 and are included in Construction in progress. The project will be 
financed entirely by issuance of the company’s debentures including the $100,000,000 
Series D Debentures issued on July 15, 1975 and the $100,000,000 Series E Debentures 
issued on February 2, 1976 (Note 3). 


On April 8, 1975 Interprovincial entered into a Deficiency Agreement with the Canadian 
Government whereby the Government will pay the deficiency if operating revenue in 
respect to the extension is not sufficient to meet the fixed and variable costs of the exten- 
sion. The Agreement provides for the granting to the Government of an option to purchase 
the extension at its net book value plus related expenses but this option is exercisable only 
if a deficiency payment has been made or it is agreed that a deficiency will occur. 


nn nn eae tttttdttttdtt ddd SdSdSSsSS aaa 
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It is estimated that 1976 capital expenditures, excluding the Montreal Extension, will 
amount to approximately $30,000,000 and will be financed by funds generated within the 
companies. 


3. Long Term Debt: 

As part of the decision to proceed with construction of the Montreal Extension it was 
decided that all related interim financing bank borrowings would be repaid with proceeds of 
new long term debt financing. Accordingly, bank notes payable of $2,800,000 previously 
included as current liabilities in the financial statements at December 31, 1974 were reclas- 
sified to Long Term Debt. This loan was repaid July 15, 1975 from proceeds of the Series D 
Debentures. 


Long Term Debt (excluding current portion) outstanding at December 31, was 
as follows (in thousands of dollars): 


1975 1974 
Interprovincial Pipe Line Limited— 
First Mortgage and Collateral Trust Bonds— 
Series E—5%2% dueApril1,1985 - - - - - - - - $ 8,230 a) teh //S8 
Sinking Fund Debentures (unsecured)— 

Series A—6% due November1,1986 - - - - - - 25,200 26,600 
B—9%% due December1,1990- - - - - - 55,200 57,600 
C—8%% due May1,1993 - - - - - - - - 50,000 50,000 
D—10%% due July15,1996 - - - - - =| - 75,000 _ 

Serial Debentures (unsecured)— 
Series D—9'4% $5,000 due annually July 15, 1977-1981 25,000 — 
Bank Loans (unsecured)— 
Repayable in 1976; interest at %4% above 
prime rate, maximumcharge 82%- - - - - - - oat 10,000 
Interim financing—repaid July 15,1975 - - - - - - _ 2,800 
—repaidFebruary2,1976- - - - - 23,500 _ 


Lakehead Pipe Line Company, Inc.— 
Sinking Fund Debentures (guaranteed by Interprovincial) 
Series A—6%2% due August 1, 1992 
(1975—$26,700U.S.; 1974—$28,350U.S.) - 28,745 SUR Z2 
B—7¥%% due April 15, 1993 
(1975—$70,762 U.S.; 1974—$75,000 U.S.) ONO 80,754 
C—7.60% due June 15, 1997($30,000 U.S.) - - PAS) eye 29o22 


$396,588 $296,554 


On February 2, 1976, to finance in part the Montreal Extension, Interprovincial issued 
$25,000,000 9%% Serial Debentures, Series E to mature $5,000,000 annually February 1, 
1977—1981 inclusive and $75,000,000 10%% Sinking Fund Debentures, Series E to 
mature February 1, 1996. On the same date interim financing bank loans amounting to 
$38,900,000 (including $23,500,000 outstanding at December 31, 1975) were repaid from 
the net proceeds of this issue. 


The First Mortgage and Collateral Trust Bonds of Interprovincial are secured by charges on 
all its assets; no further Bonds may be issued. 


Principal repayments required on Long Term Debt for the years 1977 through 1980 are 
$17,658,000, $17,699,000, $17,849,000 and $19,472,000 respectively. 
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Long Term Debt payable in U.S. currency translated at historical rates of exchange 
amounts to $134,458,000. At the December 31, 1975 rate of exchange this debt would be 
$129,552,000. 


4. Capital Stock: 


At December 31, 1975 share purchase warrants were outstanding which entitled the hold- 
ers to purchase 818,050 shares of capital stock of the company for $17 per share on or 
before November 1, 1976. No warrants were exercised during 1975. 


Under the Employee Incentive Stock Option Plan options may be granted to full-time 
employees to purchase shares of capital stock at not less than 90% of market value of the 
shares on the day that an option is granted. During 1975 no options were granted or exer- 
cised and options for 3,000 shares were terminated under the terms of the plan. At Decem- 
ber 31, 1975 options were outstanding on a total of 114,525 shares at prices ranging from 
$17 to $25.80 per share exercisable over varying periods up to 1981. 


Outstanding options include 25,500 shares to officers, including the two directors who are 
full-time employees. At year end 55,500 shares were available for future grants. 


5. Canadian Anti-Inflation Legislation: 


Interprovincial is listed on a Canadian stock exchange. Thus, in accordance with Regu- 
lations under the Anti-Inflation Act its dividends during the first compliance 
period—October 14, 1975 to October 13, 1976 inclusive—may not exceed $1.20 per share. 
Permissible dividends in subsequent compliance periods will be determined by regulations 
which have not yet been issued. 


6. Remuneration of Directors and Officers: 


In 1975 aggregate remuneration of eleven directors, two of whom were not paid as direc- 
tors, was $44,000. Aggregate remuneration of five officers, only four of whom were paid as 
officers, was $232,000. Three officers were also directors. None of the directors or officers 
received remuneration from any of the company’s subsidiaries. 


Auditors’ Report 


To the Shareholders of 
INTERPROVINCIAL PIPE LINE LIMITED: 


We have examined the consolidated balance sheet of Interprovincial Pipe Line Limited and 
subsidiary companies as at December 31, 1975 and the consolidated statements of earn- 
ings, retained earnings and changes in financial position for the year then ended. Our 
examination was made in conformity with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing pro- 
cedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1975 and the results of their operations and the 
changes in financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding 


year. 
Edmonton, Alberta PRICE WATERHOUSE & CO. 
February 5,1976 Chartered Accountants 


nn 
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Ten Year Review 


Interprovincial Pipe Line Limited 


and subsidiary companies 


Financial (in thousands of dollars except per share amounts) 


Income—Transportationrevenue - - - 
—Otherincome - - - - - - 
Expenses—Operating—power and fuel = - 
—other - - - - 

—Property and othertaxes - - 
—Depreciation- - - - - - 
=Interest = = = = - = = 
Incometaxes - - - - - = = = = 
Earnings - - - - - - - - - - - 
pershare, weightedaverage - - - - 
Dividendspaid - - - - - - - - - 
pershare - - - - - - - - = - 
percentage ofearnings- - - - - - 


Working capital (deficit) - - - - - - 
Funds provided fromoperations- - - - 
Additionsto pipelinesystem- - - - - 
Investmentin pipeline system(cost) - - 
Longtermdebt - - - - - - - =- - 


Statistical 

Shares outstanding at year end (thousands) 
Percentage of shares registered in Canada 
Shareholdersatyearend- - - - - - 
Number ofemployeesatyearend - - - 
Investmentin pipe line system, per employee 


Receipts(b/d)—Alberta - - - - - - 
—Saskatchewan- - - - 
—Manitoba - - - - - 
—Ontafio - = - - = = 
—UnitedStates - - - - 


Deliveries (b/d) 
Canada—WesternCanada - - - - 
=OGiAi@ = = =» = = & « 


United States—Minnesota-Wisconsin  - 
—lllinois-Indiana - - - 
—Michigan-Ohio - - - 
—New York-Pennsylvania 


Barrel miles (millions) - - - - - - - 
Average mileage per barrel delivered - - 
Average transportation revenue—per barrel 
—perl100barrelmiles - - - - - - 
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1975 


$ 194,715 
$ 2,300 
$ 27,550 
$ 26,491 
$ 12,588 
$ 24,889 
$ 23,273 
$ 43,323 
$ 38,901 | 
$ 1.52 | 
$ 30,688 | 
$ 1.20 
79% | 


$ (22,575) 
$ 78,859 
$ 151,202 | 
978,725 | 
396,588 


95% | 
21,010 | 
7555) 
$1,296,000 
| 

924,151 | 


148,053 | 
12,215 | 
1,596 _ 
76,393 | 


| 
25,573 
f 
| 


1,162,408 ! 


137,479 | 
510,167 
647,646 | 
166,274 

81,782 
141,311 


123,185 


512,552 
1,160,198 


581,850. 
1,374 


46.0¢ 
3.35¢ 
: 


t 


1974 


192,944 
2,074 
31,603 
B1,2t7 
B1,218 
24,044 
24,724 
40,567 
35,585 
1.39 
30,688 
1.20 
86% 


(16,695) 
69,193 
31,192 

328,725 

296,554 


20,013 
94% 
20,423 
fl 
103,000 


59,695 
192,951 
13,193 


1973 


202,831 
2,461 
30,699 
22,075 
8,415 
21,803 
21,481 
53,034 
47,785 
187 
28,127 
1.10 
59% 


(4,800) 
84,230 
94,056 

801,416 

315,874 


20,079 
94% 
19,621 
730 
1,098,000 


1,134,985 
217,423 
14,216 
4,134 
Wes: 


1,381,881 


147,033 
467,893 


614,926 


195,467 
229,302 
200,978 
136,742 
762,489 
1,377,415 


707,037 
1,406 
40.3¢ 
2.87¢ 


1972 


164,207 
1,689 
18,735 
18,088 
Oi 
19,674 
19,010 
40,693 
40,084 
inov 
23,976 
0.94 
60% 


(707) 


70,510 
66,022 
708,688 
282,142 


20,02 I. 
94% 
18,864 
706 
1,004,000 


877,474 
217,768 
14,931 
3,196 
8,440 
1,121,809 


115,939 
414,305 
530,244 
175,534 
145,397 
142,973 
121,365 
585,269 
Wh PRO 8 


573,456 
1,405 
40.2¢ 
2.860 


1971 


144,393 
2,871 
ieee ales) 
LATS 
8,814 
[erable 
18,890 
35,416 
35,640 
1.40 
21,892 
0.86 
61% 


(818) 


61,719 
44,783 
646,172 
264,279 


25,476 
93% 
19,576 
677 
954,000 


743,411 
217,034 
lo OuS 
Zyl oil 
3,228 
Bole 


116163 
390,798 
506,961 
159,142 

89,309 
120,098 
101,840 
470,389 
977,360 


488,862 
1,370 
40.5¢ 
2.95¢ 


1970 


1969 


1968 


1967 


133,707 114,465 105,532 
1,643 994 1,049 
11,186 11,053 12.514 
1664 14,841 13,282 
9,643 8,338 5,789 
17,519 16,070 fe G77, 
18,810 13,898 8,608 
32,531 26,833 29,377 
29,497 24,426 93,334 
idi6 0.96 0.92 
20,352 18,316 18,316 
0.80 0.72 0.72 
69% 75% 78% 
31,848 (10,490) (14,122) 
52,825 49,137 45,864 
17,795 70,595 114,189 
602,312 587,340 518,799 
292,829 265,184 223,470 
25,443 25,439 25,439 
93% 92% 91% 
21,066 21,996 21,486 
641 603 562 
940,000 974,000 923,000 
659,382 542,093 475,437 
224,890 225,755 236,613 
16,452 17,489 17,524 
817 550 205 
2,579 = ee 
904,120 785,887 729,779 
116,386 111,504 106,832 
380,570 351,270 338,624 
496,956 462,774 445,456 
142,686 135,451 116,196 
49,836 = = 
121,822 105,540 96,847 
89,619 72,206 58,228 
403,963 313,197 971,271 
900,919 775,971 716,727 
444,318 366,287 337,978 
1,351 1,293 1,288 
40.7¢ 40.4¢ 40.2¢ 
3.01¢ 3.13¢ 3.12¢ 


SPOTS) 
1,548 
9,432 

13,2741 
4,636 

12,683 
5,697 

20,197 

CA SYA) 

0.89 
18,315 
OP 
81% 


(10,277) 
39,053 
76,721 

405,657 

141,191 


25,439 
90% 
18,321 
621 
653,000 


386,331 
239,466 
15,863 


3,502 


645,162 


107,050 
317,969 
425,019 


2 IA 
637,290 


289,691 
1,245 
39.9¢ 
3.21¢ 


1966 


87,787 
Reali) 
7,930 

WA HSE 
4,292 

12,346 
4,274 

25,884 

22,023 

0.89 
18,314 
0.72 
81% 


24,409 
35,286 
4,513 
334,507 
119,087 


25,436 
89% 
16,290 
Dug 
558,000 


340,263 
245,435 
14,812 


607,346 


106,817 
320,145 
426,962 
94,054 
44,159 
39,769 
177,982 
604,944 


267,354 
12a 
39.8¢ 
3.28¢ 
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Corporate Information 


EXECUTIVE OFFICE 
7 King Street East 
Toronto, Ontario M5C 1A2 


HEAD OFFICE AND OPERATING 
HEADQUARTERS 

10015 - 103 Avenue 

Edmonton, Alberta T5J 2J9 


STOCK TRANSFER AGENTS 

The Royal Trust Company - Halifax, 
Montreal, Toronto, Winnipeg, 
Regina, Edmonton, Vancouver 


Chemical Bank, New York 


(Change of address should be sent to the closest 
branch of the Transfer Agents) 


STOCK REGISTRARS 

Montreal Trust Company - Halifax, 
Montreal, Toronto, Winnipeg, Regina, 
Edmonton, Vancouver 


Bank of Montreal Trust Company, New York 


DIVIDEND DISBURSING AGENT 
The Royal Trust Company 

P.O. Box 7500, Postal Station ‘A’ 
Toronto, Ontario M5W 1P9 


TRUSTEE AND REGISTRAR FOR FIRST MORTGAGE 
AND COLLATERAL TRUST BONDS 

The Royal Trust Company 

Toronto and Montreal 


TRUSTEE AND REGISTRAR FOR SERIAL AND 
SINKING FUND DEBENTURES 

Montreal Trust Company 

Montreal, Toronto, Winnipeg, 

Edmonton and Vancouver 


LISTING OF STOCK 
Toronto and Montreal Stock Exchanges 


AUDITORS 
Price Waterhouse & Co. 
Edmonton, Alberta 
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